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of his intellectual forebears, Mill’s Principles is a great 
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Now comes the hard part 1 
Ronald Reagan won a sweeping victory because an infla- 
tion-weary electorate was convinced that it was worse 
off in 1980 than in 1976. But even the strongest of man- 
dates can be abruptly withdrawn. To succeed where 
Carter failed, the President-elect will have to make some 
decisive gains in the effort to curb inflation. 


Why food prices are flouting Newton's law 4 
Retail food prices—already at record high levels—seem 
destined to advance through the rest of this year and 
into 1981. Next year’s rise will probably be powered 
by meat prices in the aftermath of this past summer’s 
drought. But the most critical factor in the food-price 


outlook is the size of the crop harvest, both in the 
United States and abroad. 

Recession—going, going. . . 7 
While there's little doubt that the downturn was a bona- 
fide recession, there are many observers who can argue 
that it is still with us—no matter what the Administra- 
tion says. And if they are right, and if the economy dips 
again, this could rank among the severest of recessions 
since World War II. 


Labor costs: Why factories leave home 9 
Some of the major pressures now reshaping the world 
pattern of production are revealed when labor costs in 
the industrial countries are compared with those in the 
rest of the world, especially in the newly industrializing 
countries, or NICs. That’s why comparative data on 
compensation in the NICs are included in Citibank’s 
seventh annual survey of labor costs in selected countries. 
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Despite some policy errors and a low level of cooperation 
from the bureaucracy, Mrs. Thatcher’s economic pro- 
gram holds out fresh prospects for Britain. But with 
unemployment rising and production falling, even her 
own party is having doubts whether her experiment will 
be allowed to carry through to fruition. 
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Fear of falling: Part II 1 
While there are some weak spots in the economy, it’s 
unlikely that another recessionary dip is in the offing. 
But even though there are marked differences between 
now and the early part of the year, much depends on 
how boldly and well the Fed implements its pledge of 
monetary restraint. 


Why farm exports are booming 6 
In terms of both value and volume, U.S. agricultural 
exports hit an all-time high in fiscal 1980. One reason 
was a shift in trade patterns; others were disappointing 
harvests in other nations and large supplies in this 
country. Another rise seems likely in the coming fiscal 
year, and this should go a long way in hel,ing to pay for 
costly oil imports. 


Inflation and money—the tie that binds 8 
Prices have risen relentlessly over the past 15 years, and 
the explanations offered are legion. Yet none consistently 
explains why inflation rose in more than one country— 
or for more than one episode. But the one cause that 
seems to fit all times and places is excessively high rates 
of money growth. 


Germany hits a rough patch 11 
Since this year’s second quarter, German economic 
growth has hit the skids. The deutschemark is weakening, 
rising oil prices have opened a huge gap in the payments 
balance, and German manufacturers collide with stiffer 
competition at home and abroad, notably from Japan. 
Buffeted by conflicting pressures, the Bundesbank clings 
to its time-honored policy of monetary restraint. 
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